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INTRODUCTION 
The qlobal ecoiionnc gidint-Japaii, a cause of envy for 
the developed nations and an object of admi r cut i on and 
curiosity for the developing nations fias em;)aged the 
attention of all and has become subject of study for 
e c0Tto(Tiist s , te cnocr ates . The restoration of ] fidiJ s t r i a ] 
potentials and compe 111 i oit with the west lias 
transformed Japan front a land of ashes into one o-f the 
most prosperous nations within a s pari of about thirty 
years. JapaTi is no longer poorest niembers of the rich 
iTiens club and has started using her foreign aid as d 
diplomatic instruriient to influence the third wurld. 
Though Japan was ally of USA and still has close 
relations with it and with other western countries yet 
certain restraints have developed in their trade 
relations wtiich are now more clearly visible.Tde 
erection of a wall of protective barriers by EEC and 
other western countries,the naming of Japan under 
'Omnibus Trade Practices Act'Super 301 by USA are sonie 
of the clear iftdications showiing the desperate efforts 
made by tfiese countries to browbeat Japan 
economi cal ly .Hence a radical shift seeni<^  to be ofi tlie 
cards with regard to Japan's global trade policies for 
widening imports and production base as well to 
capture the vast potential markets of the third world. 
On ttie other hand lndic«'s constraints of +..)re)gi. 
-iv-
exchange reserves has become one of major fuirdle m 
the process of liet econonut devel u peiuent and the debt 
servicing burden has increased subs tan11al1y.Fur ther 
,a decline is expected in the growth of the flow o+ 
concessional loans due to the prolonged economic 
protectionism in the aid-qivinq developed count ties. 
Hence India has to expand her value and volume of 
exports and exploit her resources to full. To achieve 
the said objectives India has to import high quality 
capital goods to strengthev^ her conipet 111 vnes s i n the-
world market and Japan fits into the slot to nieet her 
reguirements.India,too,cannot be ignored by Japan due 
to the former's undisputed supremacy in the region of 
South Asia m the terms of area,populat ion,natural 
resources and having the potential of becoming an 
iniportant partner in the world trade. 
The study of Indo-Japanese trade relations is not only 
a matter of traditional ties but is of vital strategic 
and economic importance,Their trade relations require 
expansion and di ver s i f i cat i of). Tf.e literature available 
and some of the studies conducted shows the striking 
feature the, Indo-Japan trade in the post war period 
i.e; though the value of trade increased 
subs tant ial 1 y, the coniposition could r>ot und^-rqu a 
significant change upto 1970s.A few item^ of primary 
conimodities like i r on-or e , sli r imps and raw cotton often 
-V-
constituted more than two-third of the total y=<iue of 
exports to Japan.While India, m the ptoi.e^s o-f 
industrialisation,had to import capital intermediatory 
goods .Hence there is an increasing trend of import of 
these goods .Consequent ly her dependence on iniports of 
capital goods f r oni Japan has iri c r eased . A I I these 
factors togethet,form a resonably sound basis to 
undertake the research project to analyse the Indo— 
Japan trade relations. 
The oil crisis in 1973 caused world wide inflation.The 
price spiral of agricultural and primary products in 
1973 caused significant damages to the countries while 
Japan quickened the process of structural cltanges.So 
substantial changes in quantitative trade and 
composition of trade between India arid Japan were 
anticipated during the Fifth Five Year Plan cuinmencing 
from the year 1974.Hence these factors motivated the 
researcher to select this important aspect of India's 
foreign trade and undertook tire research 
project."Indo-Japan trade since Fith Five Year Plan." 
METHODOLOGY: 
The period under the investigation of this 
study refers between 1974 and 1987,which is divided 
into three sub-periods i.ejFifth Five Year Plan.Sixth 
Five Year Plan -tnd Seventh Five Year Plan.Tht- dal.-< for 
conducting rasearch have been e;; c 1 us i ve 1 y s^^condarv 
-vi-
and are collected from various sources and Ihetc 
uiere bdds • 
( c e r t a i n d i f f c u l t i e s m a d j u s t e n i e n t on u n i - f o r n i j 
Vdrioos SOU«^«s ^ 
e-ol-4ec^d- are mentioned below: 
a) Financial Statistics and Direction of Trade 
Statistics of IMF and Europe Year book etc. 
b)Government and Semi-Government publications of India 
and Japan such as issues of w^llte paper on 
International Trade.JETRO,Japan amd reporters of Indo-
Japan business committee,India. 
cJThe author had extensive discus si oris '/.'itli the 
eminent autfiorities in tlie area, to wlioni the resenrcher 
could contact with his 1 iITI11ed resources to get 
indepth knowledge and forniulate a\i ai-'pr o |.>r la t.e 
stratei^y for the improvement in trade relations 
between India and JapaJi. 
Along with this,statistical tools were applied to draw 
conclusions and maintain the objectivity of the 
project.On the basis of the results drawn,endeavour is 
niade to interpret and also to make appropriate 
suggestions so that the decade of 90s n.ay prove to be 
glorious chapter in Indo-Japanese relations. 
HYPOTHESES: 
The work is essentially base.j un the 
secondary -, ou r L es , hen L e ll.e hypotliese- u4 ihj- -ludv 
I.Mn exclusive list uf the statistical source- i; 
given m the B i b I i og r =« t.ih v . 
-vii-
are being tested by using published materials. Ihe 
hypotheses are'-
a)The place of Japanese exports r^ nd imports to and 
from India have mcreasiiiq I f end , •:^s pe c. i al 1 y dutinq the 
period studied by the author. 
b)Tfie compet 11 i vnes s uf the ecunomiei o+ botli these 
countries may encourage bilateral trade. 
c)The policy framework and tlie trade strateqiet uf 
both the countries result into greater trade le,; pans i on . 
d)Ttte trade coriiposition of indo-J a |,,>avi liade is UiqhJy 
skewed which could not make desirable shifts during 
the period under review a)»d diversification is needed. 
FORMAT OF THE PROJECT: 
The project is divided into five 
chapters in order to have a synoptic view of ludo-
Japan trade relations since Fifth Five Year Plan.In 
cliapter ^.OJUK Indo-Japan trade is seen m the world 
perspective.In the second chapiter evolution of Indo-
Japan trade is studied with iniportant events that have 
taken place and have had substantial affects on Indo-
Japan trade.Third chei£ter presents an anaJytjcaJ view 
of trends in the value of bilateral trade.Fourth 
chapter^ deals with the conipos 111 ona 1 sfufts in Indu-
Japan trade.Fifth chapter' highlights the M.ajof 
conLiu-iOn- drawn -^-nd an endeavuur is iii--.de 1 i; give 
-viii-
remedial measures for any of the discrepancies and the 
suggestions to s t r e n g t h e n L fi e b i 1 a t e r a ] t r a d e 
relations betv.'een India and Japan. 
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CBAFTIB-I 
INDO-JAFAN TRAE8 IN THE iORLD FBBSFBCTI?! 
In recent times Asia, In a way. Is the focal point of 
world economic activities. The two Asian nations India and 
Japan also have Important roles to plajr. India Is the seoond 
largest country In Asia, stretching to In an area of about 
32,67,762 sq. km. It aooounta for about 2.4 per cent of the 
total area ot the world with abundance of resources and about 
15.9 per cent population of the world.^ 
On the other hand Japan Is a small nation situated In 
the far east of Asia. It Is entirely In the temperate cone 
comparlslng four major Islands of Boushu, Shlkoku, Kyulsu and 
Horekaldo along with 3,000 smaller Islands with 2.5 per cent 
of the world population.^ Eighty per cent of the Japanese 
area Is mountalneous, blessed only with scanty natural re-
sources e.g. copper, sulphur, limestone and low grade coal 
etc. Hence from the geographic point of view the t%ro nations 
seems far apart from each other, but India being a vast and 
fast-developing country with abundance of resources and Japan 
being an economic power with scanty resources and desperately 
1. Japan - An Inteztiatlonal Comparison, 1909. Keleal Koho 
Center, Japan Institute for Social and Economic Affairs, 
Tokyo, Japan, p.7. 
2. Ibid., p.7. 
2 
In need of vast markets suggests that to have economic 
relation with each other may be of vital Importance in 
accelerating and sustaining their economic grovrtha 
respectively. 
Over the first quarter century of the post war era 
international trade expanded, and steadily brought about a 
progressive opening of world market. Despite tariff and non-
tariff barriers the most favoured nations clause helped a 
number of developed and developing nations to have access to 
sophisticated world markets, and with the passage of time 
many of them emerged as important exporters. 
Later the resurgence of protectionist pressures and 
rapid world wide inflation became the striking feature of the 
world economy. The price spiral for agricultural and primary 
products such as oil and rising wages in developed nations 
caused inflation and the developed countries in general 
h«ad«d towards a slow down. In contrast the developing 
countries showed better results with more mining and other 
agricultural products and export eanings too increased 
rapidly due to such price spiral. However the literature 
survey reveals that this was the period when Indo-Japanese 
trade suffered a set-back, an unusual phenomena in the world 
perspective. It is against this back drop that the chapter. 
"Indo-Japan trade in world perspective" has been analysed in 
this project. 
3 
From 1974 onwards macro-economic environment of world 
trade may be characterised by problems of current account 
imbalances, exchange rate instability, heavy burden of debt 
for a growing number of developing nations and protectionism. 
The global economy is currently facing a new era of 
significant and rapid change driven by the rapid 
commercialisation of the technologies of telecommunication, 
electronic information processing and genetic synthesis. 
The world trade is highly complex activity where a 
multiplicity of interests moves in and out in different 
permutations and combinations as every nation is eager to 
expand its activities and strengthen the economy. In such 
encouraging environment the world trade recorded about 159 
per cent growth during the time span of 12 years i.e., 
between 1976 to 1987. India performed better in world 
perspeotlva and registered growth of 227 p«r cent during the 
same period; Japan's trade growth rate also remained higher 
then the growth rate of world trade but lagged a bit behind 
from India's total growth rate with about 189 per cent 
increase in the period. 
1. Agrawal Raj: Foreign capital and economic growth: 
Strategic choice in changing global economy. Foreign 
Trade Review, Vol. XXIII-3, Oct. Dec.'88, p.302. 
4 
TABLE 1.1. 
TOTAL WORLD TRADE, TOTAL TRADE OF INDIA AMD JAPAN AND 
THEIR RELATIVE SHARES IN TOTAL TRADE OF THE WORLD 
Year Total World 
Trade 
India's 
Total Trade 
(US $ million) 
Japan'a 
Total Trade 
Value X of the Value % of the 
total world total world 
trade trade 
1975 
1960 
1985 
1966 
1987 
16,49,100 
38,43,100 
36,90,100 
40,71,200 
47,69,600 
10122 
23159 
27960 
29512 
33113 
.55 
.60 
.76 
,72 
.69 
1,32,211 
2,71,737 
3,07,652 
3,38,310 
3,82,258 
7.15 
7.07 
8.33 
8.31 
7.98 
Source: Direction of trade statistics. 
IMF Year Book various issues from 1976 to 1988. 
The table reveals that India consolidated its position 
in the world trade during 1975 to 1987 from .55 per cent 
to .69 per cent. Japan too strengthened its position by 
increasing her share, during the similar period, from 7.15 
per cent to 7.98 per cent of the total world trade. It is 
also evident from the table that both the nations have lost 
their respective shares in the world trade value during 1966. 
5 
B7 and large it can be said that since 1976 to 1987, the 
trade performance of India and Japan almost followed the same 
pattern of steady growth but their trade growth outpaced the 
total world trade growth rate. In relative terms India per-
formed slightly better than Japan. 
TREHDG IM IMF0BT8 : 
After the oil crisis of 1973 the world felt the pinches 
of protectionism and during the period the total world 
imports could increase only by 160 per cent upto the year 
1987. As per the behooved trend of India's expanding economy 
the import growth rate was high enough and during the period 
it recorded an increase of 216 per cent. However Japan 
emerged as an attractive foreign market for other countries 
but the import growth rate of 177 per cent was lower when 
compared to India's total imports and was higher than the 
imports of the world. 
Consequently> India improved its share of imports in 
the total world imports from .73 per cent during the year 
1976 to .97 per cent in 1987. India's relative share 
continuously swelled, while Japan's share of imports in the 
total world imports upto 1980 continuously increased but 
letter it shrinked in relative as well as absolute terms. 
6 
TABLS 1.2 
TOTAL 1I0SLD IMPORTS. TOTAL IMPOSTS OF IHDIA AND JAPAN 
AMD THEIR RELATIVE SHARE IN THE TOTAL TRADE OF THW WORLD 
(US $ million) 
Year Total World India's Japan's 
IMPORTS Total IMPORTS Total IMPORTS 
Value % of the Value % of the 
total world total Korld 
trade trade 
1976 
1980 
1985 
1986 
1987 
819400 
1935800 
1892400 
2079600 
2128900 
5966 
14,598 
17,555 
18,830 
20,683 
.73 
.75 
.92 
,92 
.97 
54,447 
1,41,284 
1,30,516 
1,27,660 
1,50,926 
6.64 
7.30 
6.80 
6.13 
7.08 
Source: Same as Table 1.1 
During the year 1967 there was an increase in Japan's 
Imports, which is the result of Japan's import Ilberalieation 
policy by reducing certain tariffs and non-tariffs barrier. 
TRENDS IN EXPORTS. 
During the period under review total world exports 
recorded an overall rise of more than 195 per cent. From 1975 
to 1980 only, the increase was of 137 per cent while during 
1980-85 the value of world exports almost stagnated due to 
world wide tension caused by the Gulf war. Later the exports 
7 
growth rat« naa steady. The growth of India's exports was not 
satiafactorr in world perspective while Japan's exports 
registered an increase of 361 per cent, which was of course, 
substantially high in relative terms. 
TABLE 1.3 
TOTAL WOBLD KXF0RT8, TOTAL EXF0BT8 OF IHDIA AND JAPAN 
AND THBIR BELATIVK SHARE IN THE TOTAL TRAK OF THE WORLD 
(OS $ million) 
Year Exports of India's Exports Japan's Exports 
the world 
Value X of the Value % of the 
total world total world 
Exports Exports 
1976 
1960 
1985 
1966 
1987 
7»98,200 
16,95,500 
16,08,800 
19,91,600 
23,54,400 
4969 
6441 
10050 
10317 
12430 
62 
44 
56 
57 
53 
60,118 
1,30,435 
1,77,189 
2.10,604 
2,31,332 
6.26 
6.86 
9.79 
10.58 
09.61 
Source: Same as Table 1.1 
The table shows that due to least growth rate of 
India's exports, it lost the shaz« in the total exports of 
the world. The decline was faster during 1975 to 60 which 
later recovered steadily. On the other hand Japan with high 
8 
growth o^  Its exports, snatched a share of 9,81 per cent in 
the total exports of the world. 
Hence it may be concluded that the overall trade value 
of India and Japan almost follow the pattern of the growth 
rate of the world. During the period under review the growth 
rate of imports of India was highest, while the growth rate 
of the exports of Japan was lowest. By the year 1986 their 
respective dependency on foreign trade shown in the table 
reveals that India depended more on imports while Japan 
dependended more on on exports. 
TABLE 1.4 
FESCERTAaS DEPENDEMCY OF INDIA AMD JAPAN ON KXPOEOS AND 
IMPORTS 
Countries Xage Dependency on %age dependency 
exports on imports 
1975 1980 1985 1987 1975 1960 1985 1987 
India 6.74 6.56 4.55 4.27 6.10 11.36 6.15 7.00 
Japan 11.20 12.50 10.23 9.70 11.19 13.60 8.41 6.30 
Sources: Compiled and computed from different issues of 
DOTS, The Suropa Year book (from 1975 to 1986) and Japan; An 
international comparision 1989. 
Value of foreign trade 
Formula: Degree of Dependency = 
G.N.P. 
Earlier the expansion and direction of the terms of 
trade were dictated by the industrialised and developed 
9 
nations. Hovdays, it is highly complox activity and the 
countries have diversified and wider base, depending upon 
geo-political and economic conditions of a country. So the 
trade of every country have some specific characteristic. To 
analyse the direction of India's total trade, under this 
study, the world has been divided into four parts, i.e., 
Japan, industrialised nations, developing nations and 
centrally planned nations, as each of these blocks have a 
significant share in India's total exports and imports. 
In the year 1974, India's imports and exports with 
Japan were 8.29 per cent and 10.31 per cent respectively 
while that with the industrialised as well as developing 
nations the imports &nd exports each were around 30 per cent. 
By the year 1980, India's trade with industrialised and 
developing nations increased marginally. The trend was mainly 
due to a bid made by India to penetrate into the 
sophisticated markets of the world but Japan was making 
extensive efforts to build up surpluses and readjust its 
economy, and consequently India's exports to Japan could not 
increase. 
During the year 1965 there was significant hike in the 
share of trade of industrialised nations in India's total 
trade while developing nations lost their share marginally. 
Japanese goods gained popularity in Indian markets and 
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iaaports increased, while exports to centrally planned nations 
increased substantially. 
In the later half of eighties India under the 
leadership of Rajiv Qandhi adopted liberal trade policies and 
%»ith ttodemisation efforts tried to penetrate the 
sophisticated niarkets of the world. So in 1987 India's trade 
with industrialised countries strensthened, while developing 
and centrally planned nations lost their relative share. 
To analyse the flow of Japan's trade the world is 
divided into three major groups vis., industrialised nations, 
developing nations and centrally planned nations. During the 
period under review in early phase the striking feature of 
Japan's trade relations is that though an industrialised 
country, it has balanced trade relations with industrialised 
as well as developing countries, while its relations with 
centrally planned nations were meager. Later in 19608 Japan 
as per requirements of its economy, expanded and 
strengthened its base for imports in developing countries to 
assure the regular supply of raw materials etc. while being 
an important trading group in itself, and producing goods of 
quality at competitive prices it penetrated and captured the 
rich and sophisticated markets of the industrialised nations. 
However Japan could not improve its trade relations with 
centrally plcmned nations. 
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But Soviet Onion is striving hard to have better 
relation with Japan. A olear indication of Soviets' soft 
attitude came in Gorbachev's Viadivoatok speech on 28 July 
1986 which contained flattering references to Japan as a 
power of paranount interests. China too seems keener to come 
close to Japan, keeping in mind Soviet Onions overtures of 
wooing it. Japan is deepening its economic roots in South-
East Asia mainly the members of ASEAN, motivated by Japemese 
inclinatio to spread its hegemonial wings over this region. 
Further Japan is ambitious to re-emerge as an international 
actor and its increasing trade frictions are the vowing signs 
that prospects to strengthen Xndo-Japanese trade are immense 
and India must materialise it to the full. 
Ali Asar. The Future of Indo-Japaneae Relations, Paper 
presented at 46th All India Political Scioence Confer-
ence held at Pune, Nov. 3-5 1989, p.4. 
_.inap^  <i--> 3 
CBAFTSR II 
KVOLOTION or INDO-JAFAN TRADE 
Th« roI« of international trade in the proceaa of 
economic development had been recognised all through the 
ages. In India too, it occupied a pride of place in the 
economy. India, the so called 'Qolden bird' when it was at 
the peak of glory had its due share in the international 
business. There are eunple historical evidences right from the 
Vedic era (1200 B.C.)^ about the importance of trade in the 
economy. The holy book, Bible also contains the reference 
about India's foreign trade. Dr. Lassen, the well-known 
German orientalist states, "the Egyptians dyed cloth with 
indigo and wrapped their mummies in India's Muslin.^ Other-
writers e.g.; Patoleny (140 AD), Fa-Hien (410 AD) and Hien-
Tasang gave details of India's foreign trade. 
a favourable nature. It was oasea on zne principle of compar-
ative advantage and national surpluses. The comparative 
advantage implies import of such goods which are not produced 
at comparative cost advantage, while shutling out articles 
Shah K.T. Trade Tariffs and Transport in India, Akhil 
Pub: 1958, p.l 
Ibid., p.l. 
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which ar« locally avallabla at a favourable coat. National 
surpluses would mean the excess available after meeting the 
aggregate demand of the country for different products, which 
would be exported. The compositional variety, extent and 
opulence of this trade was well appreciated by India's trade 
partners. The ancient Indian literature provide evidences of 
a growing and expanding sea born commerce and India had trade 
relations with China, Japan, Java, Sumatra, Burma, Cylon, 
Arabia, Persia, Babylon, Assyria, Egypt and Greece etc. 
On the basis of historical records, one can say that 
India's trade irelations with Japan dates back to Buddhist 
era. Buddhism left the shores of the country much after its 
initiation and one of its destinations i.e., Japan was 
reached "through Korea in the later half of the seventh 
century, with the first Buddhist monk 'Buddhism visited Japan 
in the mid of 7th century.^ The "Indian textile was first 
introduced into Japan along with Buddhism around the 7th 
century.^ 
Makaaura H. "Indian Influence upon Japanese culture" 
Japan Quarterly, Vol. XV, NO.I. 
Makl M. "Indo-Japanese economic ties". The Economic 
TlMS May 1966, Col.2. 
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An overview of Indo-Japan trade in the nlddle agea 
gives the impression that it passed through various ebbs and 
tides. In the 17th century, Japan adopted the policy of 
withdrawing itself from the rest of the world for various 
economic and non-economic reasons. Among the non-economic 
reasons was the antipathy towards the Christian world. 
However, under pressure from America, Japan again opened its 
doors to international trading by the middle of 19th 
century,* In 1867, the policy of 'Qod King' was manifested 
and the Keiji era (englighted government) began and during 
this era modernisation trend was witnessed including the 
reemergence of trade as an instrument of economic 
rehabilitation. The Indo-Japan trade relations were also 
reestablished. 
In the 19th Century, the Indo-Japan trade was by and 
large confined to import of raw cotton from Japan and export 
of twisted cotton yam from India. By the turn of century 
Japan made industrial headway because of its dynamic poli-
cies, which influenced the trade composition among the two 
nations. For instance, instead of importing yarn from India, 
Japan started importing raw cotton for its industry. Its 
Rishan B. The Economy of Japan, The Economic Times, 6th 
June, 1983, Col.2. 
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"textile industrjr was provided a great push and India became 
one of inportant importers of Japan's silk and cotton 
textiles. 
Daring the year 1904 the percentage share of raw cotton 
in India's total exports to Jap«u:i was 21.2 per cent while the 
sane junped to 75.4 per cent during the year 1919. During the 
same period the percentage share of import of cotton manufac-
tured in India's total imports from Japan reached from a 
meager share of .3 per cent to 27.9 per cent of the total by 
the year 1919. The import of silk too increased from 37.2 per 
cent to 55 per cent of India's total imports from Japan. The 
composition of Indo-Japanese trade also went under a radical 
change and new items namely jute, rice, iron and oilcakes 
etc. had emerged on export horizon. While the import of new 
itefliB from Japan included manufactured silk and cotton, 
manufacture rubber, paper glass and glassware etc.^ and 
hence gradually the terms of trade inclined in favour of 
Japan, being its exports of value added nature. 
Apart from rapid industrialisation in Japan, the Brit-
ish policy to discourage Indian industries was another major 
Iqbal B.A., Indo-Japan trade since 1960, Institute of 
developing Sconomic Tokyo, 1989, p.5. 
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cause for such unfavourable compositional shift. To feed the 
growing needs of the country more and more finished goods 
were imported and hence India was in a disadvantageous 
position with regard to the world, especially with Japan 
which was considered as the workshop of the world. 
TABLE 2.1 
FlRCKEITAaB 8BARS OF JAFAH IM INDIA'S TOTAL IMPORTS AND EX-
FORTS FROM 1901 TO 1940. 
Year Impotrs Exports 
1901 1.0 2.0 
1905 1.2 6.3 
1910 2.1 6.6 
1915 3.2 6.8 
1920 9.2 14.6 
1925 6.9 14.3 
1930 9.8 10.4 
1936 16.7 8.9 
1940 11.6 7.8 
Source: Iqbal B.A.; Indo-Japan trade since 1960, Institute 
of developing Economics Tokyo, 1989, p.no.7. 
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There was a continuous growth in India's trade with 
Japan In terms of value. The percentage of imports from Japan 
in India's total imports rose from 1 per cent during 1901 to 
9.2 per cent in 1920 while exports rose from 2 per cent to 
14.8 per cent during the same period. But on the resumption 
of normal trade relations after the end of first world war, 
with continental and other developed countries, the steep 
rise in Indo-Japan trade halted.*-
From the year 1820 onwards i.e. upto world war second, 
Indo-Japan trade moved with ebbs and tides. In relative terms 
in 1920 the imports slided down to 9.2 per cent as against 
19.2 per cent during the previous year, and remained low for 
about the couple of decades. Japanese imports were restricted 
by the shrinkage of purchasing power and by the increase of 
import duties in India. India's range of exports to Japan in 
the twenties was narrowed further through the disappearance 
of some export items like opium etc.*^  
In thirites, the abnormal increase in imports of cheap 
Japanese good shaked the Indian industries. As per Indo-
Agarwal B.M., Indo-Japanese trade relations. A Diagnosis 
Aleklri pub., Jaipur 1974, p.63. 
Ganguli B.N. India's Economic Relations with the far 
Eastern and Pacific Countries in the present century, 
Orient Longmans (Pub.) Calcutta, 1956, p.146. 
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J&p&nese trade convention of 1904, no protective impositions 
could be levied since Japan was treated as most favoured 
nation. But formal notice of the denunciation of the 
agreement was given to Japan in April 1933 and Japan made 
retaliatory boycott of purchases of Indian raw cotton. To 
resolve this unfortunate stalemate position a new agreement 
was signed in London on 12th July 1934 between India and 
Japan. In this agreement, both the countries extended to each 
other most favoured - nation treatment and agreed to have 
actual consultation when tariff changes were contemplated by 
either country. The agreement provided for a system of linked 
quota. 
In 1937 a newer agreement was concluded with Japan 
which replaced the Indo-Japanese Trade Agreement of 1934. 
While the principles of the first agreement were maintained, 
only basic quotas and ceilings of different items were 
changed. With the inception of Indo-Japanese trade agreement 
of 1937, the share of Imports from Japan declined. So far as 
exports were concerned, there was even steeper decline. With 
the exception of 1926 and 1934 exports of Indi«ui goods to 
Japan shrinked and reached to the lowest level of 7.6 per 
cent of India's total exports during the year 1940. With 
steep decline in India's exports and reltaively lesser 
21 
decline in imports, led India to have adverse trade balance 
with Japan. 
Before the II World War our total trade with Japan 
amounted to about 40-30 crores (quinquenial average) and was 
next in importance only to the Indo British trade.^ India 
being a British Colony had to suspend its trade relatins with 
Japan in 1941 as the result of Japans entry into war. During 
the war period total trade on the average was about 1.4 
crores only.^ 
With a view to review trade connections there was no 
exchange of trade delegation between India and Japan in 1947. 
However* Independent India revived its trade relations with 
Japan in early 50s. In the year 1950 the trade value was as 
low as Rs.20 crores with a few items only* which gradually 
increased in the subsequent yeeurs. 
Daring the 508 the then Prime Milstar Fundi Nehru gave 
wei^tage to industrialisation emd to meet the urgent need of 
capital goods Japan was considered as an important nation. 
In October 1956 the visit of India's Vice-President Dr. 
S.Radhakrishnan opened the way and was followed by the fruit 
•arafaney R.L. Indias foreign trade, during and after II 
World War Pub. Kitab Mahal, Allahabad, p. 
Ibid, p.34. 
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bearing visits of Japan's Prine Minister M. Kishi in May 1967 
and of India's Prime Minister Pundit Nehru in October 1957. 
An agreement on conmerce between India and Japan oame 
into force on April 1958 which provided for the grant of the 
most favoured nation treatment to each other. Various regular 
for a both in government and private sectors have been 
established and the scope of cooperative relationship had 
been expanded considerably. 
In effect all these efforts vivified the bilateral 
trade between India and Japan. Though India's economic 
performance was handicapped with external agressions and 
internal disturbances but somehow it maintained the pace of 
the growth of trade. Japan consolidated its position taking 
6.6 per cent sh«ure of India's total imports in the year 1968 
while exports from India to Japan touched the height of 11.5 
per cent during the similar period. 
TABLK 2.2 
FiBcnrrASK or JAPAM IM IHDIA'S TOTAL IMF(»T8 AHD KXFORTS 
Year Imports Exports 
1959-60 5.3 7.2 
1960-61 5.2 7.9 
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1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70* 
197(5-71 
1971-72 
1972-73 
1973-74 
6.7 
6.1 
6.5 
6.6 
6.2 
6.6 
6.1 
6.6 
4.3 
4.6 
6.4 
9.2 
10.0 
6.2 
4.7 
7.1 
7.6 
6.9 
8.6 
11,0 
11.6 
12.2 
13.9 
11.6 
11.1 
14.1 
8ourc«: Coapiled and computed from varloua iaauea from 1960 
to 1975 of direction of trade atatiatica: IMF Year 
Book. 
* Mote: From the 7ear 1969-70 onwarda data are compiled and 
computed from the Direction of trade. IMF & IBRD 
Year Book, 1975. 
Aa evident fro the table that during 19603 the groKth 
of exporta and importa were continuoua. But in abaolute 
terma the growth of importa waa much ateeper and India 
started having adverae trade balance which waa in favour in 
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-the early plan periods. From 1966 onifards exports expanded at 
faster rate and the balance of trade was again in favour of 
India for about a decade. During 1973 Japan faced oil crisis 
and was inclined to diversify and expand the trade quantom 
with India. During the sane period India also witnessed 
certain political changes resulting into the imposition of 
national emergency which effected the value as well as 
quantom of India's foreign trade. The Japanese traders could 
not dare to take risks in such unstable conditions of India 
and hence the growing trend of bilateral trade between India 
and Japan was checked. 
The second oil crisis was another blow, not only to 
India and Japan but for all the industrialised nations- Japan 
not only tried to curtail its imports but also adopted very 
aggressive policies with regard to exports. This new approach 
tamed Japan towards developing countries, to explore market 
for its products. So by the end of eight decade India lost 
the gains of foreign trade i.e. since early 'e0s India start-
ed having adverse trade balance with Japan. 
The eighties witnessed recession in the world trade. In 
early years world trade observed negative growth rate due to 
mounting pressure on international understanding. The other 
25 
contributing factor was In^creaslng tension In the Qulf 
region and the Increasing sense of protectionism etc. However 
for the bilateral trade between India and Japan these early 
years »ay be considered as the years of consolidation when 
the growth rate of bilateral trade between India and Japan 
outpaced the growth rate of world trade as well as India's 
total trade and Japan's total trade. 
The trade conposition which was of classical nature 
i.e. India playing a role of supplier of primary products and 
raw materials, while Japan providing machinery and sophisti-
cated iteous, gradually and very steadily started changing 
after seventies. India started exporting manufactured and 
finished items. Finished diamonds, and jewellery, manufacture 
Jute items, tea-bags etc. emerged on export-horison, while 
iron-ore still remained oiajor export item. This indicated a 
"yBTj healthy change from India point of view. 
On the whole, Indo-Japanese trade was on the increase 
in terms of value as well as volutme, its base has widened, 
and trade in new items and value added items is expanding 
fast. This is a reassuring sign, indicating closer trade 
relations between the two nations. Of course, in recent past, 
it is not only India's extensive efforts to explore the 
26 
Japanese narket but also the Japanese policy to enhance 
iaporta, atrenffthening Yen etc. which contributed to the 
progress of Indo-Japanese trade in recent past. With India 
adopting economic liberalisation policies and Japan proceed-
ing with market opening measures, the environment for future 
expansion of bilateral trade between India and Japan is on 
cards. 
-naolen 2 
CBAPTKR-III 
TRENDS IN VALUB 
It was doscrib«d in the previous chapter that Indo 
Japan trada relations despite occasional upa and downs have 
deep roots, because of gecpolitical and economic conditions 
of the two countries. In the twentieth century the Indo Japan 
trade which was interrupted by first and world second wars, 
had steady growth since the beginning of planning era in 
India. The trends in the bilateral trade are set mainly by 
the pace and pattern of development in both the countries, 
structural changes, extent of production, export surpluses 
and the operation of import export policies and programmes. 
India's trade with Japan as among other countries is 
also influenced by the level of income, type of goods 
required by each country, elasticity of demand, competition 
and relative supply condition in the world market. 
niTB FIYI TBAB PLAN (1974 to 1979) ^  
As it has been observed earlier, upto Fourth Five Year 
Plan the value of bilateral trade between India and Japan 
could not increase as per expectations. As a matter of - fact 
The Fifth Plan was terminated by the Janta Qoveimment in 
March 1978. So the plan is confined to four years 
duration only. 
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Japan could not show its economic strength even upto late 
19608. With emerging oil crisis and growing need to have 
better terms and gains of foreign trade, Japan started 
diversification of its trade. 
Daring the Fifth Five Year Plan the total value of 
trade between India and Japan increased by 27.7 percent while 
the world trade growth rate was 50.3 percent during the 
similar period. Thus Indo-Japan trade growth rate was almost 
half. Though during the plan, the growth rate of the world 
trade was substantially high, but Japan outpaced the trade 
growth rate of the world as well as India. The growth rate of 
bilateral trade between India and Japan lagged far behind 
from the growth rate of the world, Japan and India. 
The reasons for such an erratic trend were unstable 
political conditions and declaration of national emergency 
due to internal disturbances in India. Along with this Japan 
was making extensive efforts to build trade surpluses but 
did not increased its bilateral trade with India due to 
element of high risk in India's uncertain economic 
conditions. 
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TABLE 3.2 
BKLATI7E SHRKAS OF BILATERAL TRADE IN INDIA AMD JAPAN'S TRADE 
Year 
1974-76 
1976-76 
1976-77 
1977-78 
1978-79 
Percentage ahare in the 
World Total Trade of 
India' 
Total 
Trade 
66 
.66 
.60 
.69 
-
8 Japan's 
Total 
Trade 
6.96 
7.16 
7.20 
7.27 
-
Percentage 
India'a 
Total 
Trade 
9.13 
6.66 
8.37 
6.62 
-
Share of Bilateral 
Trade in 
Japan'a 
Total 
Trade 
.86 
.68 
.70 
.69 
-
Source: Compiled and computed from Table 3.1 
The Indo-Japan trade loat Ita ahare In the total trade 
of India as well as Japan. The relative share ot bilateral 
trade in India's total trade came doim from9.1d percent to 
8.62 percent, while in Japan's total trade the share came 
down from .86 percent to .69 percent during the plan. Hence 
the overall trade performance between India and Japan 
remained far from satisfactorr. 
The India's import performance during the plan was just 
the confirmation of the cautious nature of Japanese exporters 
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vhile trading with India. Thoy took no risk to export to 
India in an «ra of national em«rsency resulting even a fall 
of as vttch as 33 percent in imports from Japan, while India's 
total imports from the world fell only by 17 percent in the 
year 1976-76. 
Daring the plan India's total imports increased by 26.2 
percent while imports from Japan increased by 17.4 percent. 
In the later years of plan imports from the world as well as 
from Japan stabilised euid shown a steady growth. There was a 
fall in relative share of imports from Japan in India's total 
imports and Japan's total export, which came down from 8.29 
to 7.71 per cent and from .92 to .61 per cent respectively. 
The relative share of Indias imports from Japan in Japan's 
total exports fell not only because of fall in imports from 
Japan but also because the growth rate of India's imports 
from Japan was much leaser than the growth rate of Japan's 
total exports. During the plan India's export performance 
too, was not satisfactory. Though it recorded positive growth 
but in relative terms when compared to India's total exports 
the performance can not be considered satisfactory. 
As shown in the table 3.4 except in the year 1975-76 
the growth of India's exports to Japan was much lower than 
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the growth rate of exports to the vorld. However girowth rate 
of total intports of Japan was also low enough hence the share 
of imports from India was maintained in Japan's total 
imports. But the growth rate of exports of India to the world 
was higher and India's exports to Japan lost their share in 
the total exports of India. 
The oil crisis of 1973 seems to be the main cause of 
lower imports made by Japanese economy, which has shown its 
vulnerability and was compelled to readjust its policies. 
Japan becaske highly cautious and started making extensive 
efforts to diversify its trade as much as possible, with 
special emphasis on the diversification of its sources of 
imports. 
TABLK 3.5 
INDIA'S TRAm BALAHCE WITH THE fKJBLD AHD JAPAN AND 
THEIR RELATIVE SHARES 
Year India's trade India's trade Percentage shar< 
balance with the balance with of trade deficit 
world Japan with Japan of th 
$ Million Xgrowth $ Million Xgrowth total trade def1 
1974-75 
1976-76 
1976-77 
1977-78 
1978-79 - - -
Source: Compiled and computed from Table 3.3 St 3.4 
-1834 
-82 
-639 
-1193 
-
+ 95 
-679 
- 86 
- 64 
^162 
+ 99 
4- 25 
-
+ 353 
- 38 
- 75 
03.5 
35 
The table 3.5 shows that with the exception of the 
first year of the plan i.e. 1974-75 India recorded favourable 
trade balance with Japan which during the year 1975-76 was 
jumped by 353 percent over the previous year. During the 
whole plan Indo-Japan trade balance followed the same trend 
as in India's trade balance with the world. But the 
unfortunate part of the fact is that the trade surplus was 
the result of decrease in import from Japan in place of 
increasing the exports to Japan. Again with higher growth 
rate ot imports from Japan in later years of the plan forced 
India to loose the gains of foreign trade with Japan and at 
the end of the plan the trade surplus in favour of India 
shrank to US $ 25 million only. 
India, in place of five year plans opted yearly plans 
during the years 1978 and 1979, and performed well during the 
period. The growth rate of the world trade was about 16 
percent in 1978 and over 25 percent in the year 1979. Japan 
recorded the growth rate of about 20 percent during both the 
years while India registered highest gro%rth rate of 41.74 
percent In 1978 and 25.32 percent in 1979. 
In 1978 India recorded all time high growth rate of 
68.57 percent in imports while relative growth of exports was 
36 
only 27 percent emd hence India's favourable trade balance 
with Japan changed into negative. While in 1979 the growth 
rate of iaporta as well as exports renained alnost same and 
the total bilateral trade expanded considerably, 
SIXTH FITS TKAR FLAH: 
By the end of the eighth decade of the century Japan 
clearly recognised the fragile nature of its economy. To 
overcome such injustice of the nature to the country, Japan 
decided to attain the objectives of 
i) Diversified economic relations, and 
ii) Overcoming the limitation of natural resources and 
energy. 
Simaltaneoualy, India in order to achieve self reliance 
and social justice resolved to adopt the policy of least 
foreign aid, maximum import substitution and export promotion 
and the fruits of economic growth to be distributed 
equitably. Bearing these objectives in mind, the two 
countries expanded their bilateral trade relations though the 
world trade almost stagnated. 
The table 3.6 shows that the bilateral trade between 
India and Japan expanded during the Hhole plan though 
Ul 
Ui 
UJ 
oe 
en 
UJ 
! J « E 
si fcu ^ 
2 •- 2 
• * ^ o: 
M CO 
U( 
X 
V « 
e o 
4l « lb. 
• - TO C 
c « 
!>*« M4 0 > 
« « c 
k. C • ? O 
« » «< 
CP CO 
* 
o 
w 
O «l 
<s e 
c e o 
m >- -m 
a . - 1 
•« -• 
a 
<t 
ca 
oe 
a 
» 
o 
f-« k. 
« o> 
O X 
10 
in IS 
• k. C 
ta t^ o 
e >^  
s 
o 
k. 
Ai en 
•o 
« X 
k. 
•o c 
k. 'M 
o ~ 
o 
k. 
>-
in 
1 
r« 
O' 
CM 
o-
V X 
r-> 
« 
• 
"» 
<r 
o-
M 
CN 
m tt 
•« CM 
»o 
•** M 
CN 
00 
4' 
CM 
QO *** «** 
f-s 
K» 
r». 
* 
•X 
rv 
^ tN 
00 
^ 
rt 
^ 
•r 
o-
^ CM 
o> 
eo 
m 
^ 9 
rv 
» tN 
CM 
s 
m 
^ K> 
r*. 
^ (N 
• O" 
CP 
0> 
m 9 
^ K> 
in 
CM 
I 
r4 
in 
M l 
CM 
00 
a> 
'-• in 
»0 CM 
m 
CM 
00 
CM 
CM 
rv 
• vx 
SB 
et 
• rv 
1 
<o 
m 
• CM 
1 
CM 
to 
m 
•JO 
•*• 
*• 
ro 
V 
# • 
00 
« 
**« 
00 
dB 
00 
o-
» 
rv 
rv 
<r 
rv 
« 
CM 
00 
« i ^ 
00 
o« 
*• CN 
« M « 
^ in 
r-) 
ro 
00 
CM 
00 
c^  
^ 
CM 
CM 
^ T 
K) 
«• 
00 
y> 
00 
c^  
O" 
00 
K> 
» 
>a M 
m 
00 
1 
CD 
«»• 
* 
k. 
c 
o 
u 
«l 
k. 
Q 
•a 
CD 
9-
00 
o 
k. 
a 
a 
o 
k. 
> 
o 
k. 
•o 
a 
o 
u 
e 
• a 
a. 
« 
o 
u 
ft 
u 
k. 
a 
o 
o 
o 
CD 
k. 
m 
ft 
(D 
38 
recorded nega-tive growth in two yeara. The growth rate among 
the two was faster than the average growth rate of the total 
-trade of both the nations. The world trade registered an 
overall decline of 5.31 percent in the value with a high 
negative growth rate in early years which later inproved 
relatively. The stagnation and tensions in the world trade 
environment weis laainly due to Gulf war which seemed to be a 
threat to the world peace. 
TABLE 3.7 
RKLATIVI SHABSS OF BILATBSAL TRADI IH INDIA AMD JAPAN'S TSAI» AND 
TBKIR 8BAKB IH THE WORLD TRADS. 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
Percentage share in the 
World Total Trade of 
India' 
Total 
Trade 
.50 
.38 
.68 
.76 
.63 
8 Japan's 
Total 
Trade 
6.03 
5.66 
7.30 
7.62 
7.78 
Percentage 
India's 
Total 
Trade 
8.33 
6.72 
9.33 
10.12 
6.16 
Share of Bilateral 
Trade in 
Japan's 
Total 
Trade 
.71 
.49 
.89 
.96 
.76 
Source: Compiled and computed from table 3.6, 
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Daring the alxth plan India and Japan fatched 
increasing share in the world total trade as their trade 
growth rate was higher as compared to the world trade. The 
growth rate of bilateral trade between India and Japan was 
low again daring the sixth plan and consequently lost its 
relative share in India's total trade with the world as well 
as in Japan's total trade with the world. 
It is evident from the table that in the beginning 
there was a insignificant fall in the growth rate in imports 
from Japan which later increased gradually and outpaced the 
growth rate of total imports of India. The total growth of 
imports from Japan was about 40 percent as against the growth 
of total imports of India by about 19.percent only. 
India's total imports increased only by 19 percent 
because of its import substitution policy and the attempt to 
attain self reliance. But because of Japan's aggressive 
export policy and being a supplier of capital goods the 
imports from Japan could not be substituted significantly. 
Daring the plan period India consolidated its position 
in Japan's total export list and in India's total imports 
from the world by raising its share from .70 percent in the 
beginning of the plan to .75 percent in the last year of the 
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plan in Japan's total exports and from 6.15 percent to 7.26 
percent in India's imports from the world. 
In the Sixth Five Year Plan India exports to Japan 
followed the pattern of India's total exports, though the 
growth rate fluctuations were much significant. During the 
year 1981-82, India's trade with world as well as with Japan 
experienced the negative growth rate, while in the subsequent 
year i.e. 1982-83 the growth rate of exports to Japan was as 
high as 83.2 percent as against the growth rate of India's 
exports to the world which could grow by 43 percent. 
The table shows that overall India's exports to Japan 
strengthened the position in Japan's total imports, while the 
growth rate of India's total export being higher, imports to 
Japem relatively lost its share in the total. 
In fact the second oil crisis forced Japan to curb 
imports resulting in a decline of imports from India almost 
by half but imaiediately after, the imports fi;om India were 
again doubled because of extensive efforts made by India as 
well as the diversification policy of Japan to expand the 
base of its imports. The performemce during the plan suggests 
that India's overall exports to Japan kept low pace with 
negligible increase. 
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During the plan India suffered with & negative trade 
balance except during 1980-81. The growth rate of trade 
deficit with Japan waa ao high that it never matched with the 
growth of India's total trade deficit with the world. There 
waa no substantial increase in India's total deficit while 
trade balance with Japan increased rapidly, touching the peak 
of OS $ 649 million during the 7«ar 1983-84, Of course the 
reason behind was sharp rise in imports to meet the expanding 
TABLS 3.10 
INDIA'S TRADE BALANCE WITH THE WORLD AND JAPAN AND THEIR 
RELATIVE SHARES 
Year India's Trade Balance 
With the World 
India's Trade Balance 
with Japan 
% in 
the 
Total 
1960-81 
1981-82 
1982-83 
1983-84 
1984-86 
-6569 
-7723 
-6161 
6064 
7049 
--
-17.66 
+20.36 
+ 1.33 
-16.14 
+ 99 
-323 
- 36 
-549 
-263 
-
-426.26 
-10.83 
-63.36 
+63.92 
4.16 
6.82 
9.05 
3.59 
Source: Copvpiled and computed from Table 3.8 and 3.9 
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needs of the Indian economy. Technological imports such as 
technology in motor vehicles led to heavy imports, which were 
not backed up by the corresponding export earnings and hence 
"the trade with Japan, a source of foreign exchange turned 
into the cause of drain of foreign exchange during the Sixth 
Plan. 
SK7KHTB FIVS YKAR FLAM: 
The ^  Seventh Five Year Plan seems initiated with era 
of expansion of bilateral trade between India and Japan. 
India under the leadership of Rajiv Qandhi opted the 
Liberalised economic policies. Emphasis was laid on export 
expansion through modernisation and technological 
advancement, rather than import substitution. Consequently 
bilateral trade between India and Japan Increased as Japan is 
the major source of imports of sophisticated machineries and 
capital goods for India. 
It is evident from the table 3.11 that the world trade, 
India's trade and Japan's trade recorded almost the same 
growth rate trend. Japan's growth rate of total trade was 
higher with 23.1 percent as against the growth rate of the 
worlds and India's trade during the years 1965-86 to 1967. 
The bilateral trade between India and Japan increased at a 
faster rate of 25.2 percent during the period. 
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TABLE 3.12 
BELATIVK 8BASES OF BILATERAL TRADE IN INDIA'S AND JAPAN'S TRADK 
AND THEIR SHARES IN WORLD TRADE 
Year 
1985-86 
1986-87 
1987-88 
Percentage share in the 
World Total Trade of 
India's 
Total 
Trade 
.76 
.73 
.69 
Japan'8 
Total 
Trade 
8.34 
8.31 
7.98 
Percentage 
India's 
Total 
Trade 
10.22 
11.93 
10.61 
Share of Bilateral 
Trade in 
Japan's 
Total 
Trade 
.93 
1,04 
.94 
Source: Compiled and conputod from tablo 3.11 
India's total trade position in the world perspective 
was Biaintained while Japan improved its share marginally. 
Being the growth rate of bilateral trade higher it 
strengthened its sheure in India's total trade from 10.21 
percent in 1985 to 10.81 percent in 1987. Hence the growth of 
the value of bilateral trade between India and Japan during 
the seventh plan seems satisfactory. 
The analysis of the trend in the value of imports from 
Japan (Table 3.13) shows that Japan took full advantage of 
India's liberal policies relating to imports. During the 
early two years of the plan the growth rate of imports from 
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Japan waa excaptionally high which was much higher than 
India's total trade with the world. India's imports from 
Japan strengthened Ita position in India total imports as 
well as Japan's total exports during the early two years of 
the plan. It may be suggested that such Imports were also 
caused by heavy import of technology from Japan. 
Further India's exports to Japan could register only 
marginal growth when compared to the growth of imports from 
Japan during the similar period. In the seventh plan the 
exports to Japan almost followed the same trend as of India's 
exports to the world with a continuous and gradual increasing 
growth rate. However the value of Japan's imports stagnated. 
Being, the growth rate of exports to Japan the highest it 
strengthened Its share in India's total exports as well as 
Japan's total Imports. 
TABLE 3.15 
Year India's Trade Balance India's Trade Balance X in 
the World with Japan the 
Total 
$ Million Xgrowth $ Million X growth 
-168.17 9.10 
- 67.64 13.67 
<- 32.52 9.33 
Source: Complied and computed from table 3.13 9t 3.14 
1985-86 
1986-87 
1987-88 
-7481 
-8407 
-8263 
-6.13 
-12.38 
^1.83 
-681 
-1141 
-770 
50 
Being the growth rate of imports from Japan was much 
higher than the export growth rate so the trade deficit 
expanded. The Table 3.15 shows that the growth rate of trade 
deficit of Indo-Japan trade was much higher than India's 
total trade deficit. Such swelling in India's trade deficit 
was the resultant output of the liberalised import policies 
of the than Prime Minister* Mr. Rajiv Qandhi. But in the year 
1966-87 the mounting pressure of trade deficits and also of 
the foreign exchange became so intense that India had to curb 
her imports from the world in general and from Japan in 
particular. Since this favourable improvement in trade 
deficits with Japan is not because of better export 
perforaiance of India's exports to Japan but is caused hy low 
imports and hence is hardly a sure sign of emy substantial 
improvement of this front. 
/ 
t 
CBAPTKR-IV 
O0IIP06ITI0NAL SBIfT IN INDO-JAFAM TRADE 
The Intensity of bilateral trade amongst the two 
nations depends mainly on the composition of trade as well as 
the stage of economic development of the two countries. The 
exports of developed country usually consist of manufactured 
and value added products while high concentration of 
nonmanufactures in the exports of a developing country is 
considered to have arisen from the fact that in most cases it 
specialises in productlng and exporting non-manufactures to 
advanced countries, which is not beneficial for developing 
country. With added manufactured goods in exports, a country 
generally improves its terms of trade. Hence it is desirable 
to analyse the compositional shifts in Indo-Japan trade so as 
to see whether the India's terms of trade are improving. 
Imports From Japan 
Indian economy is expanding fast with high absorption 
capacity of imported technology and highly sophisticated 
machines. India, determined to achieve accelerated economic 
growth and hi^er exports, is inevitably bound to import high 
quality intermediate and capital products. Consequently, 
5Z 
consumer goods relatively lost their share and were replaced 
by heavy industrial products. However trade optimists think 
that export is practically an effective iteaBure to counter 
the balance of payments deficit in the short run caused by 
larger import bills. India is producing and supplying non-
manufactured goods, in order to feed her import of manufac-
tured goods. As a result India's terms of trade in relation 
to certain countries, are constantly unfavourable.^ 
INDIA'S MAJC« IMPORTS FBOM JAPAN: 
India imports a large number of items from Japan, but 
only six major items are analysed. These items are: (1) 
foodstuffs and raw materials, (2) Light industrial products, 
(3) Chemicals, (4) Iron and steel, (5) general machinery and 
(6) transport equipments. 
FIFTH FIVK YEAR FLAM: During the Fifth Five Year Plan India's 
imports of foodstuffs and raw materials could barely increase 
by 0.2 points. Major impoirt items were that of manufactured 
sector. However there was a major compositional shift in 
A. Joseph, India's trade with Japan, constraints and 
opportunities 1987, Gian Pub. New Delhi p. no. 15. 
53 
imports from some of heavy industrial products eg; chemicals 
and Iron and steel to light Industrial products. Chemicals 
and Iron and steel, which together snatched a share of more 
TABLK NO. 4.1. 
tIAJOa. ITEMS OF IHPOBCFS ¥BOH JAPAN DORINQ TBE FIFTH FIVE 
YEAR PLAN 
(in percentage) 
Commodities 
Foodstuffs & 
RAH materials 
Light indus-
trial piroducts 
Chemicals 
Iron & Steel 
Qeneral 
Machinerjr 
Transport 
BquipvMQt 
1974 
0.7 
3.9 
20.1 
42.2 
6.7 
16.2 
1976 
0.4 
6.2 
35.2 
37.8 
7.9 
14.1 
1976 
0.9 
7.9 
17.6 
30.0 
21.9 
8.2 
1977 
0.9 
19.5 
14.3 
23.8 
13.1 
15.1 
Variation 
during the 
fifth plan(a) 
+ 0.2 
•^ 16.6 
- 6.8 
-18.4 
+ 6.4 
- 1.1 
Source: Compiled and computed from the veorious issues from 
1976 to 1978 of White Paper on International Trade, JETRO, 
Japan. 
a) Percentage share in 1977 - percentage share in 1974. 
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than 60 percent came down to lesa than 40 percent of the 
total iaporta of India from Japan. While light industrial 
products increased there share in the total imports by 5 
tines. 
The rise in the oil prices in 1973 was reflected in the 
cost of Japan. The emnual percentage change in wholesale 
prices averaged at 3.2 percent between 1965 and 1972 and 
increased upto 31.3 percent in 1974. This state of affairs 
forced Japan to readjust her economy and reallocation of the 
energy using industries such as ix^n and steel abroad in 
order to reduce the import requirements of fuels, particular-
ly crude oil, of the economy. Further Japan also recognised 
the growing environmental threat because of chemical indus-
tries at Japan and hence reduced its production and exports 
of these items, and consequently these times of imports lost 
their share in India's total impoirts from Japan. 
India's growing thrust to boost her exports and libera-
lised import policies for the import of capital goods caused 
an increase in imports of general machinery from Japan by 6.4 
points. Somehow India's import of transport equipments had 
stagnated daring the period with a meagre decline in its 
share in India's total imports. 
O e.) 
SIXTB FIVE YEAR FLAM: 
Aa evident from Table 4.2, the sixth five year plan 
followed alttost the seuae pattern of compositional shift as 
that of Fifth Five Year Plan. The import of foodstuffs and 
raw materials strengthened their share by 0.4 points. The 
share of imports of chemical and Iron and steel in India's 
total imports from Japan kept on declining. A deviation is 
seen in the import pattern of light industrial products 
which gradually lost its share in the total imports from 
Japan and came to its ever lowest share of 9.9 percent only. 
TABLE NO. 4.2. 
MAJOB ITIMB OF IMPOSTS FBOH JAPAH DOHINQ THE SIXTH FIVE 
YEAR PLAN 
(in percentage) 
CouBodltlea 1980 1961 1962 1963 1964 Variation 
during the 
sixth plan(a) 
Foodstuffs & 
Raw BUiterials 
Light indus-
trial products 
Chemicals 
Iron & Steel 
Qeneral 
Machinery 
1.7 2.2 
13.7 16.8 
9.9 8.5 
35.1 30.2 
17.1 18.3 
1.4 1.9 2.1 + 0.4 
12.2 10.6 9.9 - 3.6 
7.7 6.9 7,8 - 2.2 
29.7 23.1 20.5 -14.6 
19.1 12.7 24.3 7.2 
Transport 
Bqaip»ent 
8.7 7.4 
Source: Same as Table 4.1 
8.9 8.7 13.3 4.6 
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During -this plan too. Import of general machineries vas 
further strengthened and it, captured as much as about 1/4 
share of India' total imports from Japan. Import of transport 
equipment had stagnated but registered a sudden hike in 1984 
by 4.6 points. On 2nd October 1982, Maruti Udyog Limited 
signed a license agreement and a joint venture agreement with 
M/s Susuki Motors Company Limited to manufacture full effi-
cient small cars, Khich started its production in the year 
1984. Initially most of the components of this car were 
imported from Japan and assembled in India which is the main 
reason in increased imports of transport equipments during 
the year 1964. 
SBvnrra FIVI YEAR PLAH: 
The compositional variations in the Seventh Five Year 
Plan also followed the same pattern of variations as in the 
earlier plans, with fewer deviations only. During this plan 
the foodstuffs and raw materials, 
Light industrial products and chemicals stagnated. Iron 
and steel kept on loosing its share in India's total imports 
froai Japan. The upgradation and modernisation effort of iron 
and steel industry of India also contributed to this declin-
ing share of iron and steel imports from Japan. 
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TABLE 4.3 
MAJOR ITBKB OF IMP0BT8 FBOH JAPAN DOBIHQ 
THE SEVEMTB FIVE TEAR FLAM. 
CoBunoditles 
Foodstuffa & 
Raw materials 
Light indus-
trial products 
Chemicals 
Iron & Steel 
General 
Machinery 
Transport 
Equipment 
1965 
2.3 
6.6 
6.0 
20.9 
22.6 
19.0 
1986 
2.0 
7.4 
6.0 
19.6 
26.0 
18.0 
1987 
1.9 
6.6 
6.2 
15.4 
24.8 
16.0 
Variation during 
the seventh plan 
- 0,4 
0.0 
<- 0,2 
- 5.6 
<• 2,2 
- 1,0 
Source *• Same as 4.1. 
The share of general machinery also recorded marginal 
growth in its share in India's total imports from Japan. In 
1965 the import of transport equipments recorded an all time 
high share in the total imports from Japan. Such heavy 
Imports of automobile component led to intensive competition 
in ancillary industry of India and Later Maruti Odyog Limited 
also encouraged the indigenisation policy, resulting in 
stagnation in import of transport equipments with a m«urginal 
decline of only 1 point. 
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IHDIA'S EXFOBTS TO JAPAN: 
It ia a fact that high concentration of non-
Btanufactures in the export structure of a developing economy 
ia not desirable. Instability in export eaiminga from non-
memufactures ia likely due to high price fluctuations in the 
short run, while the rate of return from exporting them would 
decline in the long run due to innovations of aynthetic 
materials and use of better technology to avoid waate and 
hence use lesaer inputa. India on the other hand, haa a high 
concentration of non-manufactur^a with all out effort to 
expand its a exporta, which aeema rather contrary becauae of 
leaser proapecta to increase the exports of non-manufacturea 
very significantly. Hence it will not be impetto analyse the 
compoaition of India'a exporta to Japan. 
FIITB FIVE TEAR FLAN: With a look at the table 4.4, one may 
alaply conclude that the export composition of India to Japan 
was that of a country playing a traditional role in the 
foreign trade. The table indicatea a very high concentration 
on non-manufacturea in India export atructure, while ahrimps, 
raw cotton and Iron ore alone constitutes more than 60 per-
cent of India's total exports to Japan. 
The Japanese import market of ahrimpa aince the 1970a 
haa been characteriaed with ateady increaae in demand which 
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waa around 178 thousand tona in 1977 while the domestic 
catches were around 54 thousand tons in the seune year. Hence 
there were good export prospects of the item and India 
partially materialised it. The nominal catches of shrimps 
between 1972 and 1981 recorded a slower growth than that in 
the world as a whole, which led to a decline in its share in 
the world catches from 13,1 percent to 10.4 percent. Hence 
India with higher efforts to increase its supply, could have 
exported even more quantity of shrimps. 
TABLE 4.4 
MAJOR EXPORT ITEMS TO JAPAN DORIMQ FIFTB FIVE YEAR PLAN 
cli^ltlla 1974" 1975' 1976 1977^^/''«Jj5J fj^^^^' 
Total foodstuff 
& raw materials 
Shrimps 
Raw cotton 
Iron Ore 
Total Industrial 
prod. 
Leather prod 
Textile 
Iron & Steel 
Non-Metallic 
mineral prod. 
81.9 
9.0 
5.9 
44.6 
16.9 
1.7 
6.9 
2.2 
N.A. 
68.0 
13.9 
3.1 
50.1 
11.8 
2.3 
2.1 
1.8 
3,9 
83.8 
16.8 
3.0 
42.5 
16.1 
3.1 
2.6 
2.8 
N.A. 
82.1 
16.2 
1.2 
44.2 
17.8 
1.7 
3.5 
4.1 
N.A. 
^ 0.2 
^ 7.2 
- 4.7 
- 0.4 
+ 0.9 
00 
- 3.4 
^ 1.9 
-
Source*. Same as Table 4.1 
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Japan's structural shift in stabilising production 
units of iron and steel in other countries in order to 
reduce the import bills of fuel led to stagnation of export 
of iron ore to Japan. Along with this, raw cotton also lost 
its share in India's total exports to Japan during the fifth 
plan. 
Daring the Plan, total industrial products improved 
their share in India's total exports to Japan. Though the 
export of the Leather products was stagnant and that of 
textile recorded a decline but the export of iron and steel 
increased. It is heartening to note that non-metallie 
products consisting precious and semi precious stones, glass 
and glassware and worked stone which were absent from the 
export borieon of India, emerged as a vital export item and 
gained popularity in Japanese market. 
SIXTH FIVK TSAR PLAN: Daring the first two years of the 
Sixth Plan the share of foodstuffs and raw materials in 
export remained almost constant but in subsequent years of 
the plan their shave went down. The export of shrimps record-
ed high growth in the early three years of the plan but 
declined in subsequent years due to high price fluctuations 
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and keen competition. For example, In January July period In 
1983, it waa observed that some suppliers were selling, even 
below cost price. In order to stimulate demand under substan-
tial inventories and liquidity problems.^ The share of raw 
cotton and iron ore declined considerably with 21.8 percent 
share in India's total exports to Japan, while It was 24.9 
percent in 1962. 
TABLE 4.5 
HAJCffi KXFQST ITEMS TO JAPAN DORING THE SIXTH FITS TEAR PLAN 
Commodities 1980 1981 1982 1983 ^^^^^^'^sfiSSfhi^^ 
Total foodstuff 82.3 80.6 79.4 71.9 73.0 - 9.3 
& raw materials 
Shrimps 
Raw cotton 
Iron Ore 
Total Industrial 
prod. 
Leather prod 
Textile 
Iron & Steel 
Non-Metallio 
mineral prod. 
18.4 
2.4 
41.9 
17.5 
1.3 
5.9 
0.2 
7.7 
23.2 
1.8 
40.9 
18.6 
1,3 
5.0 
0.4 
N.A. 
24.9 
1.1 
39.9 
30.3 
1.0 
5.2 
1.2 
N.A. 
22.6 
1.6 
35.8 
19.3 
0.9 
3.9 
0.9 
12.2 
21.8 
1.8 
34.0 
23.6 
1.0 
5.7 
1.5 
13.8 
+ 3.4 
- 0.6 
- 7.9 
4- 6.1 
- 0.3 
- 0.2 
+ 1.3 
*• 6.1 
Source: Same as Table 4.1 
A. Joseph, India's trade with Japan, constraints and 
opportunities 1987, Qian Pub. New Delhi, p. no.15. 
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Th© roseat view of the plan waa the further increasing 
share of industrial products In India's total exports to 
Japan, which strengthened its position by 6.1 points. Amongst 
the industrial products leather products and textile products 
lost their share relatively while non-metallic mineral 
products increased their share to 13.8 percent of the total 
exports to Japan. The export of iron and steel was at its 
lowest ebb in the first year of the Plan with 0.2 percent 
share of the total export and could marginally increase 
during the plan. This was mainly because of the fact that 
India could not rationalise the cost of production and 
lagged far behind its competitors. 
TABLK 4.6 
MAJOR EXPORT ITEM'S TO JAFAH DORINQ SEVENTH FIVE YEAR FLAM 
Coattodities 
Total foodstuff 
& raw materials 
Shriopa 
Raw cotton 
Iron Ore 
Total Industrial 
prod. 
Leather prod 
Textile 
Iron & Steel 
Non-Metallic 
mineral prod. 
1985 
70.8 
18.6 
1.1 
36.1 
22.9 
l.l 
5.6 
1.2 
13.0 
1986 
70.0 
20.7 
2.5 
34.6 
24.9 
1.0 
4.1 
0.9 
17.1 
1987 
61.3 
18.5 
3.4 
27.9 
31.4 
1.1 
4.2 
1.7 
22.5 
v«ri 
IKc S, eve-nIK Pla-nr 
-
+ 
- • 
-
•f 
+ 
9.5 
0.1 
2.3 
8.2 
8.5 
0.0 
1.4 
0.5 
9.5 
Source: Same as Table 4.1. 
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SIVKNTH fIVK YKAR PLAH: The Seventh Five Year Plan (Table 
4.6 confirms India's firm and steady compositional shift 
from foodstuffs and raw materials to the export of industrial 
and value added products. The price fluctuations supply 
constraints and keen competition seems the reason for the 
stagnation of shrimp exports to Japan. Raw Cotton started to 
pick up its share in India's total exports to Japan. Accord-
ing to study*^  Raw Cotton may have greater demand in Future. 
This is due to the fact that Japanese firms have developed a 
very high quality fabric from Indian cotton and hence 
prospects are brighter for high exports of raw cotton. The 
Japanese are considering lifting a large quantity of raw 
cotton from India with emphasis on best quality and hence 
India should not miss the opportunity.^ 
The export of iron ore was further reduced and its 
share in India's total exports came down to as low as 27.9 
percent only. In fact India's iron ore export strategy did 
tvck 
/take into account the declining magnitude of Japemese import 
1. The economic trends. New Delhi. India, "Japan keen on 
cotton tie ups, " Vol. XVI No. 10, May 16, 1987. 
2. Iqbal B.A. Indo Japan Trade Since 1960. Institute of 
developing economics, Tokyo, Japan, 1989. 
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requirements. Its cost of production, shipping costs be<?&m© 
less competi-bive compared with international stand ards. 
Another reason for such decline was India's increasing 
exports to East European countries like Rumania and Yugosla-
via of who's shares in 1974-76 were almost negligible.^ 
The table reveals that the share of industrial products 
in the total exports increased considerably and reached to as 
much as 31.4 percent Such favourable compositional shift for 
India was probably a long desired out come of extensive 
efforts made by the country. Though the increase in leather 
products and textile products was not substantial but iron 
and steel and non-metallic mineral products strengthened 
their share considerably. It is heartening to note that India 
has taken out the share of Israel and the USA in these 
Itctma,^ It beinga labour intensive industry by nature, there 
are high prospects to increase its supply to Japanese market 
provided India maintains its quality of product. 
A, Joseph, India's trade with Japan, constraints and 
opportunities 1987, Qian Pub. New Delhi, p.no.157. 
Iqbal B.A., Indo-Japan Trade since 1960. Institute of 
developing economics, Tokyo, Japan, 1969. 
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Manufactured goods accounted for 49 percent of Japan's 
total imports In 1988. The expansion of manufactured imports 
has caused actual import volume to deviate widely upward from 
estimates arrived at using the standard import function. 
Since the appreciation of Yen and Japan's policy of liberali-
sation of imports, goods are flowing into Japan fi Anl standing 
Committee of India - Japan, business Cooperation Committee at 
i%t8 various deliberaltons, indentifled a number of 
items for exporting to Japan's market. These items inCftude 
cashewnuts, pepper, tea, coffee^ species, curry powder, food 
products. Jute fabric, carpets, fltms and Jewellery an handi-
crafts etc. 
India has already entered into the high-tech era and 
its very technological oompatanoe couplcid with apprapri«t« 
promotional efforts should enable it to cater to the sophis-
ticated and diversified needs of the Japanese consumers in 
the areais of electronic, softwares, engineering goods, chemi-
cals and pharmaceuticals along with future promising areas of 
1. A. Hironichi, White POaper on International Trade 1989. 
Rapid progress in structural adjustment Journal of 
Japanese Tade and industry Tokyo, Vol.8, No.5, Sept/Oct. 
1989. 
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naptha, and benaene etc. Hence it m»y be aald that there 
are high prospects to expand the share of India's export to 
Japan of different items in general and that of devetedand 
that of value added and industrial products in particualr. 
BKCEMT DSVSL0FMKNT8 IN POLICY KM?IBOMMIilT OF JAFAM 
There has been more positive developments in the policy 
front related to trade between India and Japan during the 
period under review. Exports of capital goods from Jap<ui 
increased substantially reflecting the world wide investment 
boom and the expansion of overseas production by Japanese. 
Expanded production activities abroad, leads over the short 
term to expanded exports of machinery, equipments and other 
capital goods while such overseas production by Japanese 
industries in India is expected to reduce the trade deficits 
of India through import substitution on the long run. 
Japan's through import substitution Japan's export structure 
la changing in the direction of greater sophistication vis. 
the export of higher value added products and hence prospects 
Saleem Imran, Indo-Japan Trade The Emerging Trends, The 
Economic Times, Bombay, 30th Oct- 1989. 
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are there for India to enter Into those areas which are 
vacated by Japan and export to different countries in general 
and to Japan In particular. 
On the other hand, Japan increased the pace of trade 
liberalisation in its response to the call for restructure 
and reform of the global economy towards freer trade. For 
improved access to Japanese market an action programme was 
announced by the government of Japan on July 30, 1965. This 
bold programme was guided by the principle "Freedom in 
principle, restrictions only as exceptions^ This programme 
included reduction of tariffs on over 1600 items, simplifica-
tion of import procedures, an acceptance of foreign granted 
test data and greater harmonisation of global standards etc. 
On 4th Aug. 1988, government of Japan confirmed the full 
implementation of the three year action programme.^ 
Along with this, the GSP scheme that was introduced in 
1971, has been made operational up to 1991. In the scheme 
1. Updated and final report on Japans Market opening Action 
programme. Official Bulletin, Govt, of Japan Oct. 1967, 
p.2. 
2. Ibid, 1988. p.4 
(8 
developing countries will be getting special treatment for 
various agricultural and Industrial products. Zero duty 
treatment and eliminating exclusive Hat of Items of Imiports 
Is another Improvement In the GSP scbe»e. So far as quota Is 
concerned, Japan has promised to enhance It further. 
RECENT DEVSL0FHBRT8 IN POLICY QOVKBIiaNT OF INDIA 
In the 19708, there were efforts to streamline the 
existing export Incentives, Introduce new Instruments for 
export promotion and import substitutions and various commit-
tees were set up from time to time to achieve the fore said 
purpose.The report of the committee on Trade Policies (Abid 
Hussaln Committee) In 1984 point out that: as the technology 
lags have increased, the productivity differentials have 
entered and the continued to rise."'- So to reaiove obsoles-
cence of technology and machineries and to increase the 
productivity to malce full use of Inputs by reducing wastes, 
the government of India adopted deliberate and purposive 
measures for the evolution of the Import policy. 
1. Ministry of Commerce, Government of India, Eteport of the 
Committee on Trade Policies (New Delhi 1984). 
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In order to ensure availability of capital gooda, 
i&achiaery and equlpnents, speures and cosponents and key 
inputs, the open General Licence scheae (OQL) is enlarged. 
The OQL encompasses 99 capital goods, 209 iteow of life 
salting equipments and l&B medicines and drugs and many other 
items with a total of 745 items. The imposed {teplenishment 
scheme has also been enlarged but is baaed on actual user 
principle.^ To drive the comparative cost advantage, imports 
at cheaper rates and selective items which eure domestically 
not available and are used in production process are allowed 
for import. 
In order to ezthance exports the government encourages 
the establishment of 100 percent export oriented units and 
units in the Free trade sone and are allowed duty free import 
of capital equipments, intermediaries and key inputs. 8o 
Indian policy makers made all out efforts to import items in 
such a rationalised way that in the short run they enhance 
the competitive strength of the country so as to boost ex-
ports and mitigate the expanding trade deficit while on the 
Op.cit. p. 25. 
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long run, it la scrutinised that econoalc diatortiona from 
such imports are not bej^ ond control and they ultlBateljr help 
to achieve an accelerated economic srowth. 
India's bid to expand its exports included cash compen-
sation support, duty draw backs and import repleniahment 
schemes as mentioned earlier. The cash compensation support 
and duty draw back was to compensate fully for unrebated 
indirect taxes paid by exporter on the inputs for export 
production.^ Further in the area of export promotion meas-
ures, the two other significemt steps are availability of 
export credit at concessional ratio of interest and supply of 
raw materials at international prices under the International 
Price Reimbursement Scheme (IPRS). 
Pre-shipment and post-shipment credit is now available to 
exporters at the conceaaional rates for a period of 180 days 
for all export products. 
Op.cit. p. 25. 

CHAPTKR V 
CONCLDSIOMS AND S066ESTI0MS 
This chapter essentially summarlaes the findings of the 
study, and suggestions are also given for improving Indo-
Japan trade relations. Japan is undoubtedly emerging as the 
second largest trading group after the EEC and it is 
ioqperative for India to redesign its trade policies in the 
light of this basic reality. 
The analysis of the trade figures for the period 1974-
67 gives a clear picture that despite different constraints 
India's trade grew at a higher rate than the world trade. But 
the disquieting feature is that imports of India from the 
Korld and Japan registered higher growth rate compared to 
India'8 exports to the world and Japan. This has resulted 
into a negative trade balance in relation to the World as 
well as Japan. Conversely Japan recorded a much higher rate 
of growth in exports vis-a-vis India and slower growth of 
imports, giving to her the advantage of huge trade surpluses. 
Consequently India's dependence on impoirts while Japan's 
dependence on exports increased substantially. The trade 
performance of India had a positive correlation with the 
value of imports of India during the period under review. 
10 
The second chapter dealt with the historical aspect of 
Indo-Japan trade which has deep roots in the past, though 
global changes and cautions policy efforts caused ebbs and 
flows in the Indo-Japan trade. Chironologically, Indo-Japan 
trade relations Initially increased with the increasing 
visits of Buddhist Bonks. In subsequent centuries, though the 
trade voluae was small but their relations were steady. In 
the 17th and I8th century such relations were broken because 
of Japan's policy to have a close door economy. Under the 
pressure and threats from the USA, Japan gradually opened her 
econotty and hence her trade with India also gathered the 
Bomentutt. 
In the 20th century Indo-Japan trade relations had 
quite a narrow base, guided by the agreenent of 1904. India 
ttade a bid to improve its trade deficits through agreements 
of 1934 and of 1937. Later in late 1950s efforts were made by 
Pandit Mehru to vivify the trade relations between the two 
nations. It was the oil crisis of 1973 which caused the major 
structural changes in the direction and composition of 
Japan's foreign trade in general and with India in 
particular. 
The third chapter narrates the most striking feature of 
Ittdo-Japanese trade i.e.; the growth of bilateral trade 
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betireen India and Japan waa moatlr guided by tronda of in-
crease or decrease in India's imports from Japan. In most of 
the rears when India's Imports from Japan increased, the 
value of bilateral trade also swelled while with increased 
exports to Japan, bounteous growth of bilateral trade was 
hardly seen. 
The above stated fact also seems the cause of increas-
ing India's trade deficit with Japan. India had surplus trade 
balance with Japan upto the year 1960, Since 1961 she started 
having adverse trade balance with Japan which swelled with 
leaps and bounds during 1980s. This trend mainly emphasises 
Japan's policy to maintain its trade surplus with India, 
which seems rather a violation of the most favoured nations 
clause. The reduced trade deficit in 1987-66 is hardly a sign 
of any consistent progress on this front. Japan as an 
economic power and leader must help India to meet her 
economic crisis by importing more and more goods from India. 
The compositional shift shows the most desirable 
developments in Indo-Japan trade during the period under 
review. India, during the Fifth Five Year Plan, playing the 
traditional role of supplying the non-manufactures for more 
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than 80 percent of India's total trade to Japan, amerged 
slowly but fiirmly as an axportor of taanufacturad and value 
added products for about one third of the total exports and 
only about 60 percent of non-manufactured goods. No doubt, 
newer items are emerging on the export horison, but items 
with established markets in Japan are loosing their ground in 
absolute terms which is inevitably a cause of concern for 
India. There are plenty of areas where India has to make a 
dent in the Japanese miurket. For instance engineering goods 
which are capable of competing in the buyer's markets of West 
Germany and the OSA etc are yet to make their presence felt 
in the Japanese markets.^ 
Among the imports from Japan too the composition 
underwent a seachange. The import of finished iron and steel 
and chemical products which are available in the home market 
lost their share in India's total imports from Japan. While 
machineries and transport equipments which are capital goods 
and are inevitable to fill up the technological gap, gained 
the share substantially. Among the two, machineries help to 
boost exports in the short run «uad also give way for further 
Iqbal B.A. Indo Japan Trade Since 1960. Institute OJ 
developing economics, Tokyo, Japan, 1989. 
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technological advancement in the long run, white import of 
transpojrt equipments ia a short run phenomenon due to boom in 
transport industry of India and her recent automobile 
collaborations with Japan. 
In a nutshell, it may be concluded that Japanese policy 
towards India is not a favourable one i.e; only maintaining 
her own trade surpluses. But Japan being a buyer's market, 
and with the emerging role of an economic leader in the world 
perspective, with market opening programmes, the prospects 
and potentials of growth of exports to Japan in the near 
future are imnense. 
India's bid to expand her exports to Japan with major 
emphasis on value added products seems fruit bearing. The 
compositional shifts in exports as well as imports are such 
that they may be expected to pay rich dividends on the long 
run. 
II- Socgestions to Rationalise Imports 
During the period under jreview it may be pointed out 
that though Indo-Japan trade recorded steady growth in 
absolute terms, but in relative terms the Imports from Japan 
increased at a faster rate than the growth of exports. 
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resulting in unfavourable trade balance for India. India 
could not make a major break through into the Japanese highly 
sophisticated buyer's market. 
Since early 1980s, the economy of Japan had been enjoy-
ing a steady rate of expansion, the rate mainly relying on 
exports. But deteriorating business environment surrounding 
Japan, slow-dovm in the U.S. economy, the escalations of 
frictions in trade and strengthening Yen, has forced Japan to 
restructure its policies and the economy. However the trend 
in India's trade and payment position was alarming. A large 
merchandise deficit was a persistent feature of foreign 
trade of India. At present Indo-Japan trade is skewed and 
diversification is needed. Hence it is high time when India 
as well as Japan need the revival of their trade relation, to 
make it sounder and beneficial for both the nations. 
So far as increasing trend in imports from Japan is 
concerned, these are inevitable on the short run. Indian 
economy is expanding fast and making extensive efforts to 
make a dent on international market, and hence needs imports 
of technology, capital goods and other intermediatory goods 
to produce and provide finished goods of high quality at 
cheaper rates. Keeping these objectives in mind the following 
suggestions may be considered worth mentioning. 
(*f «^^ - ^ '-^  
(1) Isport Substitution: ^^/>-^ y^ 
In India, import substitution with excessive protective 
BMasures is not advisable at this stage of over economic 
development. On the one hand the Japanese may retaliate by 
opting for similar measures, while on the other hand, it will 
not encourage the home Industry to Innovate, develop and 
Improve the cost and quality of the goods produced by them. 
The Import substitution, trade barriers and others 
protective nteasures seem very high sounding instruments for 
improving the payment position. But in practice, it should be 
the natural outcome of development and technological 
advancement and not of heavy protective measures. India 
should Import only such items which help in Improving the 
compatibility and technological advancement and should not 
distort the domestic research and development programmes. 
Otherwiss the eoonomio distortions and disallocation of 
economic resources may be so much that gradually the country 
may er^ en lose its existing share in the world market in 
general and Japanese market in particular. 
II-OGMFOeiTIOHAL SHIFT: 
India must prefer to the import of capital goods which 
ultimately help to exploit the economic resources to the full 
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and also help to develop the Indigenous technology to boost 
Indian exports to Japan euid other countries. This approach, 
though may be not reducing the total value of imports as 
curbing the import of consumer items only and increasing the 
inflow of capital goods, but will narrow the base of import 
from Japan and consequently increase the bargaining leverage 
of Indian imports. On the long run substitution of imports 
from Japan with a narrow base will be easier. 
Ill- KMOWLKDGK: 
Generally, Indian imports have not much knowledge about 
the alternate sources and opportunity costs of goods at Japem 
due to various constraints like language, customs and lack of 
direct personal relation etc. When Indian importers negotiate 
with the x>otential exporter, usually they are convinced that 
they are getting the best possible goods at a reasonable rate 
and do not make all out efforts to make the costs more 
reasonable. The government must come forward to make the 
importers aware of the alternate sources and the opportunity 
costs of the goods to be imported. It will increase importers 
bargaining leverage to get an article at reasonable price. 
•/9 
IV- REASONABLE PROFITS AT BQME: 
Mostly Imported goods from Japan» being high quality 
product at cheap cost, are capable of monopolising the Indian 
market. So the potential importer tries to exploit the market 
and earn high profits. Such importers try to import goods at 
every cost. The government should see that they do not earn 
more than reasonable profits. If it so happens importers will 
make efforts either to avoid or to lessen the imports. 
7. FBOHIBITION OF IMPOST OF SEOOHD HAND MACHINERIES: 
Some times Indian businessmen use to intport second hand 
machinery from advanced nations like Japan. Such machineries 
are available at low prices and may even create increase 
profits at home. But in the world perspective such 
machineries are outdated and goods produced with such 
machineries are mostly uncompetitive. These imports causes 
heavy outflow of foreign exchange and yet, not capable of 
boosting exports of the country. So it may be suggested that 
import of second hand machinery should be restricted at every 
cost as they are unable to compensate the outflow of fojreign 
exchange. 
71- OODNTEB TRADE: 
With compositional shift once the base will be 
narrowed, with enough knowledge and bargaining leverage, it 
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Kill b« feasible to insist Japanese counterparts for counter 
trade deals which will, along with import of desirable goods 
from Japan, assure the export of Indian goods to Japan's 
markets. Counter trade between India and Japan seems one of 
the most suitable measures to check the outflow of foreign 
exchange. 
But all these measures seems to hold good on the short 
run only. On the long run the only way out from the 
increasing trend in imports fix>m Japan will be the 
advancement, upgradation emd modernisation of all Indian 
industries in general and engineering industry in particular. 
This will initially substitute the imports and later may even 
boost the exports of the country. 
Hence it oiay be said that the efforts from Japan by 
using protective measures will not be welcomed in Japan and 
•My invite undesired retaliations. The literature review 
shows that Japanese retaliate strongly if in some way or the 
other, their interests are not served. So India should step 
up its efforts to reduce imports from Japan very slowly with 
an all out effort to increase counter trade on the short run, 
while on the long run nothing but import substitution with 
the help of technological advancement cem improve India's 
position of imports from Japan. 
I 
SOG(SSTION TO INCREASE KXF0BT8: 
Since long, exports have accounted for only a small 
proportion of India's gross national product while inporta 
account for relatively nuch larger share. Can the increasing 
requirenent of foreign exchange be met by sources other than 
exports is the question of topical interest for India? Being 
a very large country, and inflows are unlikely to be forth-
coming in the required volume. So it seems that exports would 
have to contribute the major paz^ of such an increase in the 
requirement of foreign exchange, in order to meet this 
growing requirement. Hence, India has to make extensive 
efforts to increase her exports. 
So far as India's recent export performance at Japan is 
considered, India could not perform as good as many other 
developing countries did Though Japanese markets may even be 
consisdered as the land of opportunities for Indian exporters 
because of its market opening programes, yet penateration 
into Japanese markets is not an easy job and requires 
improvement in skills and professional approach. In this 
process of improvement some of the suggestions given below 
may be instruiMirntal. 
•4 
i) Qoality of goods: 
Japan Is a buyers market with high living standard 
attracting high quality goods from all over the world. The 
abundance and variety of goods at low prices make the 
consumers highly sensatlve. India has to abate the concept 
of, "it will do" and has to replace It with the notion to 
produce and export only the best quality goods. The Indian 
exporters must conduct proper surveys so as to Identify their 
standairds and specifications, along with the technological 
and Innovative movement, to keep themselves upto date and 
export the goods of high quality only, to meet the consumers 
specification in Japanese market. 
11) Coot of Export Iteaa: 
In the age of ruthless competition goods of quality 
alone can not survive In the market unless it is sold at 
reasonable price also. Despite relatively low wage structure, 
and endowment of large resources, India Is considered as high 
cost econowy, mainly due to low productivity, high cost 
infrastructural and banking facilities. "Pakistan provides 
export credit at lowest level i.e., 3 per cent. But in India 
the rate of Interest on export credit is as high as 9.5 
percent." So it seems imperative that low cost credit, 
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supply of raw material, infrastructural facilities should be 
provided to exporters ao that they can reduce the costs of 
their products and become more competitive and survive in the 
Japanese market. 
ill) Delivery Schedule: 
In this age of technological advancement business men 
believes that 'time is money'. But unfortunatly Indian 
exporters do not give due weightage to the delivery 
schedules. Mostly their consignments are late causing loss of 
major share of the market, damage of their reputation and 
consequently mitigate the prospects of getting further 
orders. Some times such delay may even cause heavy losses in 
the form of demurrage or non acceptance of the consignment 
by the buyer which creature an unnecessary burden on Indian 
exporters 
iv) Pid>licity: 
Do the over seas buyer's know enough of the industrial 
progress achieved in India? Has publicity created the desired 
impact on foreign market, without which it is almost futile 
to design a worth while export strategy? In Japan, the image 
of India is as it was fifty years back i.e., an exporter of 
traditional items only. So launching promotional programmes. 
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participation In exhibitions and fairs on war footing to 
build th« image of all the export items of India in genral 
and that of manufactured items in particular seems imperative 
while advertising and other sales piromotional programmes are 
needed to maintain and to fetch bigger market share at 
Japauci. 
-v) Proper 8eg»enta1;ioBi: 
In buyer's market, things which do not meet consumers 
specifications, fails. Japan is also a highly sensitive 
market and Indian product should meet the specifications of 
Japanese customers and to Identify the standards and 
specifications efficiently market segmentation is inevitable. 
Exporters may adopt any viable basis for identifying segments 
e.g.; income, age or sex etc. This will encourage the product 
development in a specialised manner as it will facilitate 
easy and exact identifications of habit, taste and demands of 
segments separately. 
•1) Siacle Vindow approach: 
In specific areas where export potentials are higher, 
the government mucto extend its help to at least some of the 
big exporters with single window approach i.e.; the 
government should provide all the raw materials, export 
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credit, infraatructural faclllti«a to them at conceaatonal 
rates and of high qualitjr so as to enable the exporters to 
prdodQce high quality goods at a reasonable cost and conpete 
in the Japanese market. 
-rii) CoBtixknoos yigilanoe: 
The World is dynamic and fast changitig, so is Japan. 
With ever ch«UQging technological movements, upgradation 
efforts couplled with fast changing competitive strategies, 
it becoDMs inevitable that the Indian exporters should keep a 
constant vigil on the market movements in Japan. Such efforts 
will help them to comptete «md maintain their share and 
identify the new openings to enable them to diversify. 
vili) Otilisation of sexvioes of Japanese trading companies: 
In Japan, many organisations provide specialised 
services to facilitate smooth trading in the country. Such 
organisations known as sogo shoshas provide appropriate 
informations and also help in timely distribution of goods 
in the markets of Japan. They have wider links and hence are 
capable of exploiting the market potentials fully. So Indian 
exporters should seek their services and make their presence 
felt in the market. 
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ix) Packiii«: 
Scientific packaging assists in preservation, 
protection, inarketing and distribution of goods. Many defects 
like carrosion of netal goods, insect infestation in food 
products ets arises due to loose packaging and consumers 
imnediatlF conclude that products are not of good quality. 
Appr«ciable progress has been made by the packaging industry 
in India. Still more efforts a.re needed to make export items 
more attractive and their safe delivery to the ultimate 
constamers in Japanese markets is assumed 
x) Infrastructural Facilities: 
Lack of infrastructure! facilities, namely, transport, 
power supply and warehousing facilities etc. have obstructed 
the export of Indian goods to Japan. In India transport is 
inefficient and expensive while power supply is Irregular and 
costly. The government must regularly provide such facilities 
to the exporters and that too at a cheaper cost. Apart from 
this warehousing facilities in Japan should also be provided. 
It will ensure prompt delivery of Indian goods and the fear 
of the rejection of consignment of Indian goods by Japanese 
importers will also be reduced. 
xi) Ixport Proportion Coonoila: 
The councils have responsibility towards industry, 
foreign market and individuals and these responsibilities 
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focus ott the councils primary objective of facilitating the 
Indian industry's entry into and exploitation of foreign 
market. These councils encourage quality, low cost of the 
product and fetch better prices in the market which serve the 
interests of foreign markets industry and individuals 
respectively. To meet so much responsibilities these councils 
must be permitted to develop and run their own promotional 
prograamtes. It may also be suggested that for every major 
exportable item there should be sepeurate export promotion 
council and the whole export community should take the 
benefits of these promotion councils without contradicting 
the interests of each other. 
Ho doubt, both India and Japan are inclined to have 
better trade relations because of prevailing trends in 
intematlon economic areana. But India has yet to rationalise 
its imports and to make its presence felt in the Japanese 
market. It seems sure enough that if the above stated 
measures are implemented in true spirit, the imports from 
Japan will accelerate the economic growth and will enchance 
India's capability to compete in the world market, and 
Indian exporters can widen there export base in Japanese 
market, which is the need of the day. Hence it may be 
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concluded that India, with due strategy in different 
segments of Japanese market, may excel cmd the future 
appears to hold brighter prospects for an exponential growth 
of Indo-Japan trade relations. 
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